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the National Credit Union Share Insur-
ance Fund and the Central Liquidity
Facility that are funded by contribu-
tions from insured institutions are not
considered Federal awards expended.

(Authority: Pub. L. 104-156; 110 Stat. 1396)

§41.210 Subrecipient and vendor de-
terminations.

(a) General. An auditee may be a re-
cipient, a subrecipient, and a vendor.
Federal awards expended as a recipient
or a subrecipient would be subject to
audit under this part. The payments
received for goods or services provided
as a vendor would not be considered
Federal awards. The guidance in para-
graphs (b) and (c) of this section should
be considered in determining whether
payments constitute a Federal award
or a payment for goods and services.

(b) Federal award. Characteristics in-
dicative of a Federal award received by
a subrecipient are when the organiza-
tion:

(1) Determines who is eligible to re-
ceive what Federal financial assist-
ance;

(2) Has its performance measured
against whether the objectives of the
Federal program are met;

(3) Has responsibility for pro-
grammatic decision making;

(4) Has responsibility for adherence
to applicable Federal program compli-
ance requirements; and

(5) Uses the Federal funds to carry
out a program of the organization as
compared to providing goods or serv-
ices for a program of the pass-through
entity.

(c) Payment for goods and services.
Characteristics indicative of a pay-
ment for goods and services received by
a vendor are when the organization:

(1) Provides the goods and services
within normal business operations;

(2) Provides similar goods or services
to many different purchasers;

(3) Operates in a competitive envi-
ronment;

(4) Provides goods or services that
are ancillary to the operation of the
Federal program; and

(5) Is not subject to compliance re-
quirements of the Federal program.

(d) Use of judgment in making deter-
mination. There may be unusual cir-
cumstances or exceptions to the listed

§41.215

characteristics. In making the deter-
mination of whether a subrecipient or
vendor relationship exists, the sub-
stance of the relationship is more im-
portant than the form of the agree-
ment. It is not expected that all of the
characteristics will be present and
judgment should be used in deter-
mining whether an entity is a sub-
recipient or vendor.

(e) For-profit subrecipient. Since this
part does not apply to for-profit sub-
recipients, the pass-through entity is
responsible for establishing require-
ments, as necessary, to ensure compli-
ance by for-profit subrecipients. The
contract with the for-profit sub-
recipient should describe applicable
compliance requirements and the for-
profit subrecipient’s compliance re-
sponsibility. Methods to ensure compli-
ance for Federal awards made to for-
profit subrecipients may include pre-
award audits, monitoring during the
contract, and post-award audits.

(f) Compliance responsibility for ven-
dors. In most cases, the auditee’s com-
pliance responsibility for vendors is
only to ensure that the procurement,
receipt, and payment for goods and
services comply with laws, regulations,
and the provisions of contracts or
grant agreements. Program compliance
requirements normally do not pass
through to vendors. However, the
auditee is responsible for ensuring
compliance for vendor transactions,
which are structured such that the
vendor is responsible for program com-
pliance or the vendor’s records must be
reviewed to determine program compli-
ance. Also, when these vendor trans-
actions relate to a major program, the
scope of the audit shall include deter-
mining whether these transactions are
in compliance with laws, regulations,
and the provisions of contracts or
grant agreements.

(Authority: Pub. L. 104-156; 110 Stat. 1396)

§41.215 Relation to other audit re-
quirements.

(a) Audit under this part in lieu of
other audits. An audit made in accord-
ance with this part shall be in lieu of
any financial audit required under indi-
vidual Federal awards. To the extent
this audit meets a Federal agency’s
needs, it shall rely upon and use such
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